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COSTS FOR INTEREST AND COMMISSION. 


The average costs for interest and commission on farm-mortgage 
loans are given in Table 1. The same information is shown graphic- 
ally in Diagram A. The commission figures which have been used 
in making up this table represent the average annual commission, 

_ or where a single advance commission is paid on a long-term loan, 
the equivalent annual commission. It will be seen that, in general, 
the average costs for interest and commission together are highest 
in the Southern and Rocky Mountain States, and that the lowest 
figures appear in the New England and Middle Atlantic States and 
the more highly developed agricultural sections of the corn belt, 
The average commissions are shown to be especially high in certain 
States, notably North Dakota, North Carolina, Oklahoma, and Mon-— 


tana. 


Note.—The aim of this bulletin is to indicate briefly some of the results obtained from astudy bearing 
on interest rates and commissions on farm-mortgage loans and the sources of such loans in the United 
States. 
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TABLE 1.—Farm-mortgage loans—Average rates for interest and commission. 


‘cor. | Aver- | Inter- Aver- | Inter- 
3g RS te age est Aver- | “ase | est , 
Geographic division and inter- |@0nual) plus Geographic division and | . nee annual| plus 
State. eet com- com- State. = ns com- | com- 
see mis- mis- oe mis- mis- 
sion.! sion Tate sion.! | sion 

New England: South Atlantic—Contd. 

Chia Seas Sasa aae 6.1 0.1 6. 2 West Virginia...-..-- 6. 2 0. 2 6.4 
New Hampshire. -.-- Dark 2) KS North Carolina. --.-..- 6.3 1.4 4 
Mernront ee 22: 25.. 5.6] (2) 5.6 South Carolina.-....- 7.8 -6 8.4 
Massachusetts... --.-- 5.6 | (2) 5.6 GOOrgla. sic. ee srecee 7.6 1.1 8.7 
Rhode Island........ 5.7 5D 5.9 W1OTIa ee eee See 9.0 -6 9.6 

__Connecticut--........- Berk (2) 5.7 || East South Central 

Middle Atlantic: Kentuekye. 9-2 ee22 6.7 4 ton 
New s¥orle5. 2222252" % 5.5 ail 5.6 Tennessee) = 5.2/2 28o ee 7.3 -6 7.9 
New Jersey ----.-.--_ 5.5 3$ 5.8 Alabama. = 222512 a: 8.7 ot 9.4 
Pennsylvania---....- 5.5 3: 5.8 IMisSiSSIp PEE == 4- = 5-45 8.0 se 8.5 

East North Central: West South Central: , 

OUND ge Secee aeese oe: 5.9 =9: 6.1 ARKO SAS ENS. te 9.0 -6 9.6 
Indiana A ee es ne Ps 5.8 4 6.2 Reouisianas 4. 0. F-13.- 8.2 -A 8.6 
AU OISE 2 = #2 ee 222 3 5.7 -3 | 6.0 Oklahoma 6.6 ne 8.4 
Michigan: (2.52.2 2</- 6.3 58) 6.6 IRONAS Oooo see eae 8.4 -6 9.0 
IWHSCONSID ee 5.7 on 5.8 || Mountain 

West North Central: Montane ie sae 8.4 1.6 10.0 
IMannesotassoe on. eee 6.3 ok 6.8 Waa OR See Re ee 8.2 SY/ 8.9 
Rowe ooo se lease Se 2 5.6 a8 5.9 Wyoming 9.2... -- 9.2 8 10.0 
IMUSSOURIS=2s22 Se 25e2= 6.2 0 6.8 Coloradomesse eee 8.3 -6 8.9 
North Dakota.......- 6.9 1.8 8.7 New Mexico....---.-- O57 -8 10.5 
South Dakota.......- 7.0 1.0 8.0 IATIZONO» see ee 9.1 -3 9.4 
iINebraskas. ee 6.3 a eal WiGahnene ees et 8.6 4 9.0 
T ECGS RA see ee 6.1 a8 6.9 || Pacifie: 

South Atlantic Washington.........- 7.9 ais 8.7 
Welaware-os-- 825-2 5.6 (?) 5.6 Oreconteen eee lel, a8 8.0 
WiGieinGle sus eee Ont 4: 6.1 Caliiomiare esses 7.4 oe 7.6 
AVAL La rn i pa ie 6.1 av 6.8 


1 Where the report shows a commission paid once for allin advance on a loan running more than one 
year, the equivalent annual commission is used. 
2 Less than one-tenth of 1 per cent. 


Where commission is charged, it is collected either as a cash pay- 
ment in advance (that is, it is taken out of the amount represented 
by the face of the loan) or ina number of installments. installment 
commission usually is collected annually or semiannually, with the 
interest, but frequently arrangements are made for the payment of 
the whole commission on a 5-year loan, say, in two or three annual 
installments. 


RELATIVE IMPORTANCE OF DIFFERENT RATES OF INTEREST. 


Averages such as those shown in Table 1 do not indicate the range 
of figures which go to make up the averages. Another table (Table 2) 


is presented, therefore, which indicates the relative importance of — 


different rates reported for interest plus commission in each State. 
This is also shown graphically in Diagram B. It will be seen that 
those rates which figure most prominently in the New England and 
corn-belt States practically disappear as one enters the cotton belt or 
the Rocky Mountain States. 

In order to indicate still further the relative importance of the dif- 
ferent rates reported, the data have been assembled by districts within 
States, following the plan of subdivision used by the Bureau of Crop 
Hstimates as shown by the map (Plate V). Under this arrangement 
each State is usually divided into nine districts. Table 3 shows 
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the averages for interest, annual commission, and interest plus com- 
mission, by districts. It will be noted that there is considerable vari- 
ation in these district averages within certain States, such as Kansas, 
Nebraska, Minnesota, ‘and the Dakotas, but that there is a fair 
degree of uniformity in such averages in other States, for example, 
New York, Ohio, Indiana, and Towa. The causes of variation will be 
discussed ce 


TaBiE 2.—Farm-mortgage loans—Per cent distribution of replies received according to 
rate reported for interest plus commission. 


Percentage of total number of replies showing, for interest plus 
commission, arate! of— 


Geographic division and State. | 
: sper | 6per | Zper | Sper | Oper | 10per| 11 per | 22 ees 
cent. | cent. | cent. | cent. | cent. | cent. | cent. ee wee 
568 soe GIF Ph Pas | Sos tea a go 
New England: 
VEST eee age tp ees ete 4.2 “hiked 12.5 652) S33s5c5- Sees ee a ae oe ee iy cS 
New, Hampshire: 2 2-2-2 2------< 75. 0 71550) Beleogeaal + Soe Sace| coches Boro BAS ones Aes ee 
Verna OLE Se ere ee eee ae 26.1 CBD (RRs (5 ee ee a rte eee SIRS 8 aia Rape eras free al 
NFASSREUISCLISts aos ae oo ae Se ee 34.6 Gon As reas [ele sae he || ataetoatton a oa ccs cmc [Lamers wel 
FUNOdeasland 4. ee Bd ae: 33.3 50.0 1 LCOS asl Presa el Vee ce pl Lot rah Ne Pa 
Connechi cubase ee ee ee 26.3 LISS CARY eS AT |B Sa Se A ete Ps ee En) (eet Se Soe |e aN 
Middle Atlantic: 
INGWieViOn ke 2 ee oe eee et 37.9 57.6 4.0 ORS ase Sos eee ows ee ee eee 
INGWAdGESG Vie oan toe ese ee ne 33.3 56. 7 6.7 Bao" |e Bete a easels cos eo see ale ners 
IREnNSylWvaniae pe oe. ose ct ee oon 57.2 8.9 Pe ae (pene ene De a 0.6 0.6 
East North Central: 
(CSU YD 5 Sings OR ES ee oie ge as So oda 8.4 74.7 1583 1 DDS GN A ese estat ber aaa aera cawiacae y 
MEV GLI A eyes cree ese ley ee si 77.8 15355) 3.6 QE ih RO a ee oe eee ee 
TONE GTIRS Se eB Sel a Big PBA 52.8 PAL 7 DAGh| sees ORS eee Snape ace 
Mi chiganis Soest ae eae tie oe 4.0 49.6 34.8 8.0 1.8 9 4 4 
BVWEISCONSIN ong a ie Se ee ee ee 34.0 51.0 12.9 Dai as ea = a |e 2s oe || eae aoe 
West North Central 
IVEITITIOS O Lee ere a eee oe 4.8 46.2 26.9 G4AS4o ee) eA: Bes a ee eee re 1.0 
UGH TRS SEE AEE nS Ot er ae Ag 13.2 76.9 9.4 Ae alloacmaeee Hapetets Severo arccetetsroiet | carers ceo 
IMSS OU Tale oe ee Se ee 12 45.2 30.4 16.9 4.2 | 1.8 A Yel |e RR 
INogEa Dakotas eee 2 oes es pera ee De AGS 4 2863s etl 98S: eee ae" O 2.5 3.4 
South Makotases - a5 eee ee 2.0 20.2 25.3 18.2 9.1 14.1 4.5 6.6 
nents See ee ee ae oe Ab Gi 41.6 19.7 13.6 9.0 10.4 57/ .4 
CRISS aa aa, eee EE feet 43.8 36.9 10.9 2.9 | 37 hala 
South AUnAtiC: 
Boars eS he rae « Type Macs Pa nee: AAS? INE Bate | Sep ct eae lal Se 
Maus y art as cate in oS es 8.6 74.3 14.3 Po ec See BOSE Se Berea a bee ae se 
AVL OUT Pe ex ee cs Say eB EN Lis 7 52.6 29.3 12.1 Oe aye ore Sv 152 
WIGS EaVan eis spec reese ee 79.6 8.2 1OS25|Reees 2507 Ssceaonale caer 
INORG D CanOlitia=== sss ee Le ae ie 40.3 22.4 EB Z/ 6.0 6.7 2.9 6.0 
Som Maro littmann ee nee apron th oe ae 6.2 63.9 20.6 5:2 P51 2.0 
COLO rec eee ae Bee DY 125 8.3 42.8 PHL 15.0 a, 3.0 
Florida ee et I ie Mee fs Nee | oe a 23.9 13.0 52.2 6.5 4.4 
East South Central: 
ENGI pte Kayan ee Se 6 45.4 17.2 23.9 4.9 CU BB micceds seecusoc 
PROnTessee sea ta so ene NERS 18.5 20. 4 3255 8.9 18.5 -6 .6 
INES TIT mee oem a nO cl aed A Dai 32.6 16.3 31.9 5.7 10.6 
INEISSISS IO {sIeaee e  e eE oe 8.4 7.8 45.5 13.6 20.8 eS 2.6 
West South Central: 
PRK AMS AGRE eee eee wR CN. OO a 2.2 13.0 17.9 59.8 vst 4.4 
WOUISTAN ameere saw en Rn a ee JAD 1.3 58.2 13.9 13.9 sil 5.1 
OldanoRine soe ee ee ee 2.6 14.2 43.9 15.1 22.4 9 9 
MRO Xc Seeeee ena, eee ES ed 1.8 6.6 34.2 18.0 29.8 6.1 3.5 
Mountain: E 
MOT ates ay ee ee a ee ee REN Aer St eS Le 12 9.8 15.9 52.4 6.1 14.6 
IGRI Ole se Rae ae ae Ne ae eal Hee lea Bem 4.1 35.6 34.2 19.2 5.5 1.4 
AWEV.O TELL Omiya crane ence eae ee eae te EO 2.0 17.6 11.8 49.0 9.8 9.8 
Colorad Gea nee se ee eee ee * 3.9 14.7 25.5 21.6 Ub 7/ 9.8 8.8 
New Mexico 7.0 18.6 32.6 14.0 27.9 
Arizona 36.4 OsF: AGS Belin eee al 
QUA 2 aA oe eat ents ERE Re ali eel il Meme Bs eh eee 33.3 26.7 AQT OS PSe Eh ae See ae 
Pacific: 
ESET COMES hg ee. a cnet ne EE ites 12 9.9 39.5 30.9 tea 2°5 4.9 
= DED. cee eee Ss odee seceded BSeeoeee 6.3 16.4 53.1 IDET 8.9 13 Hes 
CRIN OR Taste: Seon ee 7.9 36.8 42.8 5.9 FyQ) alee Bee 2 | 7, 
ON 


1 Rates are approximated to the nearest unit; that is, rates from 5.50 per cent to 6.49 per cent are counted 
as 6 per cent, etc. 
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TABLE 3.—Farm-mortgage Laas nae rates for interest and commission, by States and 
istricts. 


Average = : i 
paar Interest || Geographic divi- | Average yvernge Interest 


pannnice plus com- sion, State, and ; interest 


Geographic divi- | Average 


sion, State, and | interest : = 
, ? Aniace plus com- 


district. rate. sion.) | Mission. district. rate. sion. | Mussion. 
NEW ENGLAND. -EAST NORTH CEN- 
‘ TKAL—Ccontd. 
Maines soos onceccee 6.1 0.1 6.2 b 
New Hampshire... 5.3 Q 5.3 || Wisconsin........- 5.7 0.1 5.8 
Vermiontec-o25 324-- 5.6 @ 5.6 District ds. = 6.3 s2 6.5 
Massachusetts.....- 5. 6. (2) 5.6 District 2.....- 6.1 2 6.3 
Rhode Island...... 5.7 , 5.9 District 3.2... 6.3 iD 6.5 
Connecticut.....-.- 5.7 (2) Ba 7 District 4... -- 5.8 Zell 5.9 
Distinct Dee see 7 Bi I 5.8 
MIDDLE ATLANTIC. IDISHHCE Oo .-.55 5.0 ey 5.1 
Disitachweeeces 5s (2) 5.7 
New York....-..--- 5.5 aU 5.6 DIStriChiaseseee 5.4 (2), Pig 
IDisthich ees cess 5.4 wll 5.5 District 9. =. se- 5.0 () 5.0 
Districtioe. 5.9 sil 6.0 
District 4: = -). 33 5.4 AY. 5.6 WEST NORTH 
Districtoss - 525 Bal 5.6 CENTRAL. 
IDAstrichiOn“s =o 5.6 a! Dail 
District 7...--- ay at: 5/65| “Mannesotas 22.2.2. 6.3 25 6.8 
District 8..-.-.-. 5.5 Ail 5.6 IDIS tC teem ee = 6.7 8 asa 
DisteL 922 ee 557 yl 5.8 IDISiriCh Aaesese 8.6 Ay 9.8 
New Jersey..------- 5:5 48} 5.8 IDS: Sa Sane ane 8 7.9 
Pennsylvania.....- 5.5 58) 5.8 DISGEICH Ac alse 6.0 -9 6.5 
iDistwacth-s 5.9 58) 6.2 IDISiRICh oles 6.2 AR 6.5 
Pistrich 2: Luss: 5.7 3 6.0 Disteict G5. 22 62 6.7 a) 7.5 
Misimichos =: Ray (2) 5.7 Disthict acces Bank .6 6.3 
District 45-4 -—- 6.0 574 G52 iIDIsteneeees ce aya 2 5.9 
DiSGICH OS m= ae) 4 iad. District F256 5.8 (2) 5.8 
IDI ReIGA OSS 6 SSE 5.4 ot HUG IN lOWaeeasee tee 5.6 a8 5.9 
DistrictiieAcca 5.8 4 6.2 District Ha-e--- Dee .3 5.8 
DASWHICL Os= 1 2- ae <0 Sef IDIGHEORS6 Se55 5.4 nich 5.7 
DASEMGEO aye ee Be all 533 IDIStRICL ooo ee S7/ | 5.8 
Districti4#2.-—-- Dae .4 5.9 
EAST NORTH CEN- Distheiuce--<- Bead) na 6.0 
TRAL. District G22... 7.9 72 6.1 
Districtyeena- ee 5.5 ai 6.0 
Oigese ee ee 5.9 ~2 6.1 Districhsesecce 5.7 2 6.0 
District Los 2 As «4 6.1 iDastrict Gss-- ce 5.8 a4 6.0 
Distriehi2ee = 5.9 sil 6G: OR MissoOutTees eee eee 6.2 .6 6.8 
Wistwichossceo- 5.9 o2 6.1 DIStEiCh tease 5.8 AG 6.3 
District4s. ass" 5.8 a} 6.1 Distachiae. == 5.8 6 6.4 
Districhoes eee 5.8 4 6.2 Districioe-s-e- 5.9 as) 6.4 
Mistrieiios= +--+ aii el! 5.8 District 4....-.- 5.9 «oD 6.4 
Distrietiscs ss: 6.0 =3} 6.3 iDIStEIChiOEseees 6.5 3 (eal 
DistrichSooeo- 6.1 22 6.3 District 6.....- 6.6 23 6.9 
Districti9a. --—- 6.0 (2) 6.0 IDistEictwe. nee 6.3 -8 deo 
AnGian aoe see eee 5.8 -4 6.2 Disizich Gen =< el 9 8.0 
Disiriety += o--c 555 A 5.9 DAsipict Gee ee ee 6.6 .6 ae 
District 2-2 -->- 6.0 -4 6.4 || North Dakota.....- 6.9 1.8 8.7 
District 3..---- ey! -4 6.1 District Meseace 6.8 a2 9.0 
Districe4 = 4-—" 5.8 A 6.2 Districh2e sees. 6.7 1.9 8.6 
Disitieio-s--o- 5.8 a5 6.3 iDistrichionee see 6.3 ites 7.6 
Districh.o>- 4-=- Hae | 4 6.1 District An. se. ld. 2.4 10.1 
Districh des so-- 6.0 533 6.3 DISitiGhioemeces 6.8 1.4 8.2 
Districtics. ae 6.3 opi 6.4 District Geese 6.4 1.0 7.4 
District 9: ---=- 5.8 233 6.1 iDistricteeoece 7533 2.8 10.1 
MLnois see eee Bad a3 6.0 Distneisceeeee 7.8 1.8 9.6 
Distrietics = 5.6 290 5.8 District 9.....- 6.5 de ants 
Districh3ass seo 5.3 ae 5.5 || South Dakota...... 7AW) 1.0 8.0 
District 4. ....- ey a2 5.9 Districtay.- se 9.0 1.8 10.8 
Disirict 4a. -.-- 5.8 oy 6.0 Districhi2oseces 6.5 9 7.4 
District oes os" ey 3 6.0 iDistrichenee ses 6.3 ah 7.0 
Distrieiose-e- 5.4 433 5a District Ane. ose 8.3 1.4 9.7 
District Of)..45--4 5.9 44) 6.4 District ees e 6.5 9 7.4 
Mistrictwe. ee 6.1 =3 6.4 District, Gz. .a.e 5.8 a5 6.3 
Districh9:... 2-2: 6.4 a5 6.9 DiASiwIChive cee {fe at eS, 9.4 
Michican.t a. Ss: 6.3 “3 6.6 District Se. ---- (py: 1.4 &.6 
District. 24.2. 6.9 .8 Views District Oo-ness 6.0 Be 6.6 
IDistricte2e. see 6.7 .6 43 Nebraska. 22. coe 6.3 8 dod: 
IDiSiwieto oe 6.9 1.4 8.3 Pisinict Waesees 7.8 1.0 8.8 
Distict4s = sea. 6:7 aD Mew District 20-4 6.8 BY, 8.0 
District. eee ee 6.6 4 7.0 District doce eee 5.6 -6 6.2 
DistriehOpecm = 6.5 2 6.7 District 4...<.- 7.1 1.6 8.7 
IDIStRIeie. aoe 6.2 LD) 6.4 District he cece 5.9 ar 6.6 
District S226 22 5.9 eal 6.0 DistnictGe-eee. 5.6 <8 6.1 
District 9.6.26. 5.8 mt 5.9 Districhwisecces 7.4 158! 8.7 


1 Where the report shows a commission paid once for all in advance on a loan running more than 
one year, the equivalent annual commission is used. 
2 Less than one-tenth of 1 per cent. 
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TaBLE 3.—Larm-mortgage loans—Average rates for interest and commission, by States and 
districts—Continued. 


F +s Average . wis Average t 

Geographic divi- | Average o Interest |} Geographic divi- | Average Interes 

sion, *State, and | interest ee plus com- |} sion, State, and | interest sua plus com- 
district. rate. inna mission. district. rate. sion. | Mission 

WEST NORTH CEN- EAST SOUTH CEN- 

TRAL—continued. TRAL. 

Nebraska—Contd. el 7 0.4 7.1 
District 8....-- Gi ite O40 | eaeamany Sa tye beaiae 63 13 
District 9 ecceee 5: 7 . 5 6. 2 District 2 LASERS gtr 6. 4 A 1 6. 5 

Kansas-..-...-.--- 6.1 8 629) District 3......- 6.7 14 hal 

_ _-District 1...... 7.7 11 8.8 District 5....... 6.0 23 6.3 
District 2.....- 6.0 -7 6.7 District 6....... 7.0 4 7.4 
District 3.....- 5.7 -6 6.3 District 7.....-- 7.8 12 8.0 
District 4.....- 8.0 -8 8.8 District 7a....- 6.7 14 TA 
District 5...-.- 5.9 7 6.6 District 8....... 6.5 15 7.0 
IDISHAGROSSAS se 57 8 6.5 District Qe. we 7.4 oA 778 
District yieasoss WS iE) 8.8 Tennessee.......... 7.3 HG 7.9 
IDISGEICHS a. Aeee 6.1 8 6.9 District 1....... 8.0 nr 8.5 
DIStrict Qasecee 5.8 Tf 6.5 District 2....... 6.8 9 77 

B IDIStriCh Bensaee- 6.3 A 6.8 
Dan aa District 4....... 8.4 15 8.9 

Melawaremecceceon. 5.6 (2) 5.6 District Feri Ny 6.8 .6 7.4 

Maryland...-.....- 5.7 -4 6.1 District 6......- 6.8 Us 7.3 
District 1....-. 5.7 -5 6.2 District.) 8.6 .6 9.2 
DISELICE Zee. 5.6 183 5.9 District 8....... 6.8 ae 74 
IDIStRIChOM Nese 5.8 at) 6.3 District 9....... 79) .4 77 
District Hosoode 5.9 an 6.2 Miahaimal. shoo. 8.7 7 9.4 
District 6.....- @) (3) (3) District 1....... 8.8 ie 9.1 
District 8..... ° 6.0 -3 6.3 District 2....... 9.0 9 9.9 

Virginia. ....-.-... 6.1 -7 6.8 District 3......- 8.7 ity 9.4 
District Piet iecom dail. 5.8 .6 6. 4 District Pate Daa 9.0 i 5 9.5 
District 49s. k6< 5.9 BG) 6.5 District 5....... 8.2 10) 9.1 
District 5. <<< 6.2 1.5 Ut District 6....... 9.4 A 9.8 
District 62 - ca. | 6.1 -5 6.6 District 7....--- 82 9 9.1 
IDistricCtalitece=s 6.1 BS 6.4 District 8....... 0.0 13 9.3 
District 8...... 6. 4 4 6.8 District 9....... 83:7 9 9.6 
District 9.....- 6.5 3 6.8 || Mississippi......... 8.0 5 8.5 

West Virginia...... 6.2 2 6.4 District es. 7.6 13 8.9 
District 1.--.-... 6.1 1 6.2 District 2.2... 8.2 2 8.4 
District 2...... 6.0 -1 6.1 Districtoue 8.3 4 8.7 
District 3-..--- 6.0 4 6.4 District 4s) 5 7.8 6 8.4 
District 4------ 7.5 . 2 7.7 District 5.0249. 8.0 5 8.5 
District 5.--.-- 6.3 @) 6.3 District 6....... 7.5 5 8.0 
District G-- 225. 6.0 2 6.2 District 7.252 Bho 5 8.7 
District 8...... 6.1 -1 6.2 District 8....... 8.3 6 8.9 

North Carolina... .- 6.3 1.4 Uae DistricthiOus see Tr, 25 8.2 
IDIStrIiGilics aS. 6.1 1.6 Tot 
DIisthich Zee... 6.0 1.2 Uo? WEST SOUTH CEN- 

District Seen 5.9 Si 6.6 TRAL. 

IDistrictiAcn-4-- 6.3 ilgal 7.4 

DISinici besser. 6.2 1.5 Uecla|\Atrkansagiee sa) 0 oe 9.0 6 9.6 
District 6.....- 6.9 Qik 9.0 Districtilee ek. 8.6 8 9.4 
Districiwes.s<- 6.9 1.8 8.7 District eee 9.2 "6 9.8 
IDISHICHSAs. Hae 6.1 1.0 (eal District 3....... 8.9 5 9.4 
IDIGBNGH ORS SecA 6.4 1.4 7.8 District 4a. se 9.1 7 9.8 

South Carolina... .- 7.8 6 8.4 District 5....... 9.2 5 9.7 
District lees. s- 7.8 55) 8.3 District Ose -=- 8.8 a5 9.3 
IDIStRICin2 = arses 7.9 4 8.3 IDistticiweesssee 8.9 152 10.1 
DIsthicher sacs 7.6 -4 8.0 DIStHCE Shoat 10.0 (2) 10.0 
ID IGA Coe ae Cheat we 8.4 District Quan eae 8.5 SY 9.2 
IDI RENO: HSS Asse 7.9 AG) $8.4) Woulsiana =. ee 8.2 24 8.6 
IDISérICt Osea. = (3) (3) (3) IDIStrict tees 8.3 <3 8.6 
District Ss aa... 7.8 ilaal 8.9 DiIStrich. 2 ise 9.2 26 9.8 

Georgia: s..25.: 28 7.6 Sa 8.7 District Ssosaee 7.8 2 8.0 
DIStuiCheh= sere: : 7.3 Si 8.0 IDistrieti4ecssene 8.3 5 8.8 
Districts ses. 7.6 eat 8.7 District 524 8.4 68! 8.7 
Districtoe. = —- 7.4 1.0 8.4 District 6--25-5" 8.3 25 8.8 
District4s----- Weel al 8.8 IDIstricti ase ee 8.2 .9 9.1 
DIStrichos soo. Wad 3 8.8 DISTRICT Shes 7.6 4 8.0 
District Geese ea 1.4 8.5 District 9ssi3" 7.6 aie, 7.8 
District 7-2. -- 7.9 ihe ah 9:02 || Okdahonia: 225s 6.6 1.8 8.4 
District 8.....- lees 1533 8.6 District 1......- 6.6 1.6 8.2 
IDISERICHO= se. . = (a6 .6 8.2 DISthiCt essere 6.0 1.2 7.2 

Wloridaesys. see 9.0 .6 9.6 District 32 so-e Ue? 1.8 9.0 
District A= 2... 9.0 if 9.7 IDIStEICh Asse 6.5 SZ 8.2 
IDISthIChoee tee. 9.7 iD 9.9 District 5 2ese 6.6 1155 8.1 
DISthiCt D520 8.5 1.0 9.5 District Gun. Tse BY 9.4 
District 8...... 9.1 ba} 9.4 DISELICE eel eee 6.3 16 7.9 


1 Where the report shows a commission paid once for all in advance on a loan running more than 
one year, the equivalent annual commission is used. 

2 Less than one-tenth of 1 per cent. 

8 Data at hand not sufficient to warrant the showing of a district average. 
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TABLE 3.—Farm-mortgage loans—Average rates for interest and commission, by States and 
districts—Continued. 


Geographic divi- | Average eee Interest Geographic divi- | Average a erage Interest 


sion, State, and | interest ~ | plus com- sion, State, and | interest plus com- 
district. rate. ans mission. district. rate. Coca mission. 
WEST SOUTH CEN- MOUNTAIN—contd. 
TRAL—continued. 
Coloradoseeee eee 8.3 0.6 8.9 
Oklahoma—Contd. DIStTIChHE aoe 8.0 sé 8.5 
IDISEICES ae. 6.6 71 8.7 District 2=5 4. eZ .4 7.6 
MIStHICh Oss eee Gell 2.8 9.6 DISERICES = oe 8.4 si 9.1 
ROXAS Sere ee eee 8.4 -6 9.0 DistrichAe ae 8.0 25 8.5 
District Isso. 8.6 -9 9.5 IDIStHeE Spee ES .6 8.4 
Districh2s= oo 8.2 .6 8.8 Districthi6=--2e- 9.5 .8 10.3 
IDISTTICh Ome ee 9.6 ae 9.9 IDISHICEM Ss ae 8.8 SE 9.3 
DIStHICh Ale ee (?) (?) (2) IDISERICL Oe soe 8.0 9 8.9 
District 4a-....- 8.3 ts 8.8 IDIStHCHOS ee Eee 7.9 aS 8.4 
IDISCRICHD a see 7.9 -6 8.5 || New Mexico....... 9.7 8 10.5 
IDIStHICHOS==] ae 9.0 .9 ONO | SATIZONG = Seen. co soe 9.1 3 9.4 
IDISEMICHS 4 ee 8.2 -8 OSOT aUital ses ae ee 8.6 5¢! 9.0 
DISGHICHOs oso. 8.4 -6 9.0 
PACIFIC. 
MOUNTAIN. 
Washington.......- 7.9 8 8.7 
Montanaue snes sce 8.4 1.6 10.0 (DISCEICHl ea ee 7.9 <5 8.4 
IDIStRIChL2 se 8.1 1.9 10.0 DISELICHO Rene 9.1 re 10.8 
DASGRIGH2 soe 8.7 1.8 10.5 IDISTHICHOM eee 8.9 -6 9.5 
DISHRIGHS ooo oe 8.5 IZ 10. 2 Districh4 =. 22. 7.9 .9 8.8 
IDIStHei4 - a4. e (?) (2) (2) Wistricho eee 8.3 8 9.1 
IDISTBICED = 252 25 8.2 5 9.7 DiIStrichG—...-- Ue oo 7.8 
DISUHICWMON. so ae 8.5 2.4 10.9 District. . sc. 7.7 .9 8.6 
IDIStEICh nce en (2) (2) (7) IDistnichss--ece Uke) 8 | 8.6 
DIStHIch S52 % Sail kil 9.2 IDISTLICH OE aa eee EO a8: 7.9 
DISETICEO Base 8.7 1.3 10305))"Oxregonssee-s os. -- Tel 3 8.0 
Wdahosesieer 252 8.2 Red, 8.9 IDIShRICtH ae ao 583 7.8 
District... 7.9 5 8.4 Districh2 a540- 7.8 58 8.1 
DIStrICh eee (2) (?) (2) IDIStRIChoHaaeee Usd a 8.0 
DISERCh 4a: 8.5 Sis 9.0 IDiSirich4=—— o=— 7.4 4 7.8 
Disthichoe. =o. 8.0 9 8.9 Disthicioss---e 8.1 35 8.6 
DASGhICh bas 8.3 .6 8.9 IDISthiChie eer 7.9 <2 8.1 
IDISELIGESS5 552. 8.5 -6 9.1 IDIGIRAGE oie oe (7) (7) (2) 
IDistricho= 52. 8.3 9 9.2 DistrichiO= 325-2 (2) (2) (2) 
Way Ominges- =. — 5 525 9.2 -8 10.0 || California.........- 7.4 -2 7.6 
DIStEIChMe = 552 9.4 bark 10.1 District 6. 4 ah 6.5 
District 4.526 9.8 .3 10.1 IDER COR OAS Sa es 8.2 a2 8.4 
IDIStCHS ase 10.1 IEE 11.6 IDISthLIChSea soe 7.4 (3) 7.4 
Distrieh4 "= = 9.3 a 10.0 District. dere, oh 7(E33 
DISEICi e 8.8 aD 9.3 DiStHehoe ese 7.0 EO, Zn 
DistriekG. 2 5—- 8.7 13 10.0 District Han... Get 58: 8.0 
IDIShICte eee (2) (7) (2) IDIStHEhOLeo are 7.8 Sul 7.9 
DIStLICh See ees (2) (2) (2) Districh Gan. a that 2 7.9 
DiSstricho =.= 8.5 .9 9.4 IDIstriet-Se os ney 4 7.9 


1 Where the report shows a commission paid once for all in advance on a loan running more than 
one year, the equivalent annual commission is used. 

2 Data at hand not sufficient to warrant the showing of a district average. 

3 Less than one-tenth of 1 per cent. 


PERCENTAGE OF BUSINESS ON WHICH COMMISSION IS PAID. 


Table 4 and Diagram C reflect the relative importance of farm- 
mortgage loans with no commission, advance commission, and annual 
commission in each State, as indicated by these studies. It will be 
noticed that in those States where the margin charged for commis- 
sion is relatively high—for example, North Dakota, Oklahoma, and 
Montana—the percentage of loans on which commission is charged 
is also relatively high. Obviously, the general average for commis- 
sion is affected both by the amount of the commission where this is 
charged, as well as by the relative number of loans which pay com- 
mission. 


FARM-MORTGAGE LOANS IN THE UNITED STATES. | G 


There is a fairly definite relation between the proportion of thefarm- 
mortgage loans in a given State which are made with commission 
and without commission, and the important sources from which funds 
are obtained for such loans. Broadly speaking, the no-commission 
loans represent that part of the farm-mortgage loans made from local 
capital. To the extent therefore that the farm-mortgage loans made 
by banks indicate the relative amount of local capital thus invested 
one may expect to find some degree of correlation between the pro- 
portion of no-commission loaas and the proportion of the total amount 
of farm mortgages held by the local banks. In Arkansas, for example, 
where the figures show that more than one-fourth of the total farm- 
mortgage loans are made by banks, 67 per cent of the farm-mortgage 
business is done without commission, while in Oklahoma, where the 
farm mortgages held by local banks represent only 3 per cent of the 
estimated total outstanding, less than 9 per cent of the business is 
done without commission. 


TaBLE 4.—Percentage of farm-mortgage business on which commission is paid. 


Percentage with commis- 


sion. 
Percent- 

‘ age : 

Geographic division and State. without With With 
commis- commis- | Ccommis- 


sion. | Total. sion sion paid 
paid in |in install- 
advance.| ments. 


New England: 


IMIR MI Eas Seo eign Ga SAGA OR MAAS BSH EUS pes ete eae sel antle ea Bee 91.1 8.9 5.0 3.9 
Ne wiriantpshine se! satis sae Seca Sate Seine ee Sacleeeee sa 96.6 3.4 B56 iy eel ease 
Mermont 5 irtnceeree ei eee AE NAS so Stee gE es Ls 94.1 5.9 4.8 eal 
MASSACHISEULSSs seater ee eke eee ee ne Soe eee Noga 97.2 2.8 2.7 Sill 
RYO OES erry ie aa ee ee ee ee ST ge Oia en 78.3 21.7 valve 10.0 
(BOT AS TYE OH CU HE PS a aT Saat oe ee ieee eee ae 98.7 13 Lida val (eee eae 
Middle Atlantic: 
INC WSO Ke Ss See ee ee aa 86.6 13.4 9.6 3.8 
IN@W POISE re oe Sis cee Pesce ey se SSE Sees Pa ea ee ee 72.3 |' 27.7 18.7 9.0 
Renisyhwettiterrss Seco es aeons ae ao ae sre wes css one at eee ee 81.4 18.6 10.1 8.5 
East North Central: 
OID sce ksenc Bes Ae eee ee ee aera ese ete ne enn ee 73.7 20.8 17.9 8.4 
Tinh Da ae eget Se ENS SRL Eee UE a 54.5 45.5 36.2 9.3 
MDT O18 peer pegs teenth eae) ae 52M 47.3 39.1 8.2 
Win claipearieemes ess nese er coed SAAS me 76.8 23.2 18.0 552 
RVEISC OMS cree tees ihe SetStyle Sie Wie oe SE 85.1 14.9 10. 4 4.5 
West North Central 
WINTIES CUE nodes so sqe ee ee ss SSE Se ue emai Se arate ea 52.3 47.7 20.0 Peles 
IUCN Noses Fes co SO NE SER eae a ee a nr ae ORE 36.0 64.0 51.3 12.7 
ISOS OER SES SS Se aS A EN IR res ae Spiers ENE e eae 45.1 54.9 28.0 26.9 
INGEGDODAOva seen ee Bee ee 20. 2 79.8 17.0 62.8 
PS GEIL oY DEC a ap ey sa ee Gee 31.8 68. 2 45.5 2207, 
INGORAS Keene een. ce eR ee aS 30.7 69.3 ees) Tomi laf 33 
JE IGEND Ss GAS se sare a iT ep ee eC 32. 2 67.8 30.6 37.2 
South Atlantic: 
Delaware. ....----- 3S GBS CERES CSE SRE ETA ENS aah 98.1 1.9 11300) [Sa dee Sewer 
dW EVA YO Ibe et he 2 oc Sl a Re A 64.3 30: 7 28.5 oe 
IVER COUN Sores ede eg cae as eGR lg oes ey el ey Pa le cadena - 65.9 34.1 26. 2 7.9 
ARVGSUD Vain oiirni cS ee een annem Se ROL EE | eS 88.9 ible 8.8 Qe3 
INORG ano limites tes ie ees Got eh Gs RE oe ie eR 59.1 40.9 ISG 1304 
SOupmCaroumat-2¢ eer ee tee Ae ye ee Se eee ee 64.7 35.3 26.0 9.3 
COT PIT A acre Sees s Sm eres eRe ree aie oe ON ae ee 33.9 66.1 54.1 12.0 
Mlonida seo nee RR a Be ae Re ep EATS Y PON Seu ON etna ery © 70.2 29.8 18.6 LID 
East South Central: 
RGM BU Ckaype rae este on se oS oe ee Se ee een A 76.7 2ane 14.2 9.1 
BRET OSSOO Mater eee a erty ee Sh Geen Uraeer (SU uaa ile aan 64.6 35.4 23.9 11.5 
PATA aamiau estes Pes Sr ia yee a ee oe Ee ae 62.8 37.2 OEY 12.0 
WI SSIES PE cnet eG as cee ae oe a Un Sa ee 74.5 25. 5 15.7 9.8 
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TABLE 4.—Percentage of farm-mortgage business on which commission is pard— 


Continued. 
Percentage with commis- 
sion. 
Percent- 
age 
Geographic division and State. without With With 
! commis- commis- | commis- 


sion. Total. sion |sion paid 
paid in |in install- 
advance.| ments. 


West South Central: 


PATKANSAS 2 aoe Zio co ache Rhos cee oe Aa eae ee ee eee 66.9 Sack 18. 6 14.5 
TOUISTANA, = es & Gee SA eee ere Da eon ee eee eo eRe 76.8 23-2 16.3. 6.9 
Oklghoma. ss 282. Se oe ee eee 8.4 91.6 78637 54.9 
PRexasmer e620 aA PN Ree ee ee eee naar Sac ne ce ee eee 57.0 43.0 Dal fa | 15.9 
Mountain: 
Wor bairahes 2a 2 aN et Fe ooo ec. dc | ee ee Eo 68.9 28. 4 40.5 
Ndaho-es)... 4.25. FESS Lo 5. tl fe. eee ee | 35.8 | 64.2 45.6 18.6 
WORE. -..052 dS a ane one re 59.9 40.1 |. 28.1 12.0 
Colorado... 2422-2 et de sec See SS eee eee 41.7 58.3 47.0 Mes 
INGWEMGmIGOn So bik. D2 EE ee 8 oer = Ana ee yen 59.0 41.0 32.8 8.2 
IAT IZ OMAR 2 Fo 8 ee ae Ee pe ee eS 80.5 19.5 9.5 10.0 
pte PAS 8 oe eee A Bn eines Sah Syl (oem eiages 8k GT SS ee G70 wosnO 18.3 14.7 
Pacific: 
Washington: 32323). 8 eevee oh See oe See ee eee 41.8 58. 2 46.4 11.8 
COTE OTR 2 on eR ee ee ee 68. 4 31.6 23.6 8.0 
California. . 2-523 c2asege. ata se ease ee ee oe oe eee: 81.0 19.0 15.1 3.9 


Again, it is found that the States deriving a large percentage of 
their farm-mortgage funds from insurance companies are among those 
where commission is paid on a relatively large proportion of the farm- 
mortgage loans. This condition follows naturally from the fact that 
wherever capital for mortgage loans is obtained from outside sources, 
especially from distant sources, it generally passes through the hands 
of one or more middlemen, to whom commissions must be paid. In- 
surance companies, of course, represent only one of several outside 


sources from which capital for farm-mortgage loans is secured, but 


they are of sufficient importance in a number of States to make it of 
interest to compare the proportion of the total farm-mortgage capital 
which they furnish with the proportion of farm-mortgage business on 
which commission is charged. For example, in Georgia, Nebraska, 
Oklahoma, Kansas, South Dakota, and Iowa, which are among the 
States obtaiming the largest proportion of their farm-mortgage capi- 
tal from insurance companies, the percentage of farm-mortgage busi- 
ness on which commission is charged ranges from 64 (in lowa) to 92 
(in Oklahoma). On the other hand, in States like Michigan and Wis- 
consin, where farm mortgages held by insurance companies represent 
less than 2 per cent of the estimated total farm-mortgage debt, the pro- 
portion of the farm-mortgage business on which commission is paid 
is much less, and those Eastern States where the insurance companies 
do practically no farm-mortgage business are among those having 
the lowest percentage of commission loans. 

It may be concluded, therefore, that the practice of charging com- 
mission is most widely current in States where it is necessary to 
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Dincram B. FARM MORTGAGE LOANS 
RATES REPORTED FORK INTEREST PLUS COMMISSION 
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DiacraM C. FARM MOKTGAGE LOANS 
PERCENTAGE OF BUSINESS ON WHICH COMMISSION IS PAID 
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Diacram D. FARM MORTGAGES HELD 
BY LIFE INSURANCE COMPANIES AND BANKS AND 
TOTAL FARM MORTGAGE DEBT 
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Diacram 'D, ContiInueD 
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FARM-MORTGAGE LOANS IN THE UNITED STATES. 9 


draw on outside capital for considerable amounts; and that, on the 
other hand, in States where local capital is in the main sufficient for 
farm-mortgage loans, a large proportion of the loans are made with- 
out the payment of any commission. 


SOURCES OF CAPITAL FOR FARM-MORTGAGE LOANS. 
BANKS. 


The sources of capital available for farm-mortgage loans in the 
various States have been studied carefully. Banks appear to furnish 
from their own funds approximately $740,000,000, or more than 
one-fifth of the total amount invested in farm mortgages in the 
United States. Table 5 and Diagram D show the relative importance 
of the farm mortgages held by banks in each State. In California 
the farm mortgages held by banks represent 45 per cent of the 
estimated total farm-mortgage debt; in Louisiana, 45 per cent; in 
Indiana and Michigan, nearly 40 per cent; and in Mississippi and 
South Carolina, more than 36 per cent. 

So far as the bank funds in any State invested in farm mortgages 
represent local capital, there is the advantage of first-hand contact 
with borrowers, enabling the investor to see that the security is 
properly cared for during the term of the loan. In certain sections, 
such as the New England and the Middle Atlantic States, where 
it is customary for banks to place loans in other States, the banks 
do not have this advantage, but must operate through other agencies 
in placing their loans. 


TABLE 5.—Quantitative data relative to farm-morigage loans. 
[Figures for amounts represent thousands of dollars.] 


Farm mortgages held | : 
bylifeinsurance | STL aor held 


companies.? 
Estimated P aes 
Geographic division and State. total ee Bat “han- 
debt s Fer cent Fer cent oe by 
: of esti- of esti- cS.4 
Amount. aired Amount. ned 
total. total. 
WMT CMe taLOSepec na as oo eel 3, 598, 985 693, 940 19.3 739, 500 20.6 486, 580 
Geographic divisions: 
News neian@ ==: s2.c-5---=..---- 80, 544 106 0.1 84, 900 105.4 10 
Middle rAtilamtiess e552. sn 313, 150 556 aD 30, 900 9.9 2, 040 
Mast Norta Central 22-22. ..22. 944, 436 121, 075 12.8 220; 000 23.3 123, 360 
West North Central. .......-...- 1,375, 903 426, 960 31.0 216, 400 15.7] 282,710 
South Atlantic: =o. - =... 153, 155 22, 930 15.0 40, 800 26.6 19, 920 
East South Central...........-- 127, 135 22, 871 18.0 33, 600 26. 4 4,710 
West South Comtralkaso sen 299, 614 72, 685 24.3 27, 900 9.3 18, 750 
Mountain I a II a oo 101, 285 12, 532 12.4 19, 800 19.5 17, 300 
RCE Oise er ee eee eet 203, 757 14, 225 7.0 65, 200 32.0 17, 780 


1 Estimate based on Thirteenth Census figures, assuming that theratio between the mortgage debt onfarms 
operated by their owners and the total value of a!l such farms holds good for tenant farms also. It is pos- 
sible that this ratio may be too high for the tenant farms in some of the States, in which case the estimates 
will be too large; but even if this is the case, the figures presented have considerable value as representing 
the maximum amount of farm mortgages probably outstanding in the census year. 

2 Based on reports received (in October, 1915) from 220 insurance companies, comprising five-sixths of 
the total number in the United States and having more than 99 per cent of the total admitted assets. 

3 Estimate based on reports received from banks in the spring of 1914. 

4 Farm mortgages negotiated by banks or bank officials as agents or correspondents for otherinvestors. 
Estimates based on reports received from banks in the spring of 1914. 


10 BULLETIN 384, U. S. DEPARTMENT OF AGRICULTURE. 


TABLE 5.—Quantitative data relative to farm-mortgage loans—Continued. 


[Figures for amounts represent thousands of dollars.] 


Farm mortgages held 
by lifeinsurance | a ee held : 
companies.? y : + 
F Farm 
Estimated 
: aie total farm- SSS = pS Sa ea LS aa cP me ae or mortgages 
Geographic division and State. a arbi “han- 
Pawee = = a cent = ” by 
: of esti- of esti- anks.# 

Amount arteant Amount. aiatod 
total. total. 

New England: : 
ET oe ee ee 13, 727 15 0.1 6, 000 AST PS SIS 
New Hampshire. .........-.-.-- G LOU Se ee - 12,500 208.9 fas eee 
Vermont. 60-2802) )2- a eee 17,113 13 1 46, 700 212-9 | i220 42 = 
Massachusetts .-9 Ec ee ee 24,077 9 (6) 8, 700 36. 2 10 
fhode tsland. 2. — 2 <2 ae anes PARTS pack dcse ese + laesoccsnse 6, 000 Seed beeen 
Conneeiient 7 2-223 3 17, 013 69 4 5, 000 PR ig ee 

Middle Atlantic: 

ING WHY OF eco! © tes on Rt So Pee 168, 234 128 =e 18, 200 10.8 1,150 
Now Jersey. - 2202 Saas eee tee 35, 610 222 -6 2, 600 |- 7.3 30 
Pennsylvania (2. 4... fotne caen 109,312 206 =2 10, 100 9.2 850 
East North Central 

NI@s ss soe ARS. eset. soaps 130, 678 17, 073 13.1 26, 200 20.1 1, 360 
LENE Te ahighemadeh 5, etme age 132, 325 48, 789 36.9 52, 000 39.3 14, 590 
Hinson. 2 ee es 355, 802 51, 046 14.3 56, 200 15.8 87, 530 
Michie. tet. oo ee | 118,950 Li 1.4 44,900! 37.8 6, 640 
WaSGonis tive. eee ee oo S52 206, 681 | 2,461 1.2 40, 700 19.7 13, 240 

West North Central 
Minnesota 2 Ai) 284 ees acisske 145, 181 39, O77 24.5 43, 600 30. 0 43, 020 
Lh, ee Sop eat ee Puke | 469, 063 150, 150 32.0 104, 800 22.3 70, 230 
Missonrivle 2A. yA ee |. 5223" .107 59, 699 26.8 34, 900 15.6 31, 170 
North Dakota...) se | 100, 364 19,493] 19.4 5, 000 5.0 42,370 
Sauth@akotas tena. ch) 221 3 | 92) 467 31, 024 33.6 6, 200 6.7 43, 190 
Wobraskaee S02 oe ee eee aoe 165, 015 66, 614 40.4 10, 400 6.3 19, 580 
Kansas 44 Pad le | Ae ESO 180, 706 64, 473 35.7 11, 500 | 6.4] 33,150 

South Atlantic: 

Delaware 2.--422 fe! wee Fe 6, 857 46 a 1, 600 | PU el eee 
Maryland's 5205.2) -2 2S Ss 32, 393 492 15 6, 000 18.5 310 
Virsinia *f224 220 tn ie Atte 25, 007 670 oN7 5, 000 | 20.0 570 
West Varsinias.-2 55-23 5.20 8 ee 8, 725 23 -3 1, 700 19.5 30 
North Carolina..-.--...2--2-._-- } 21-005 2, 267 10.8 6,900! 32.9 2, 200 
South Carolina ’-2! = Se = 2s ese 24, 967 3, 884 15.6 9,000 | 36. 1 3, 180 
Georein == test 2 ee ee et 29, 711 15, 479 52t 8,000 . 26.9 12, 280 
Morida..5 2 es See 4,490 69 1.5 2, 600 57.9 1, 30 

East South Central: : 

Kentuek ye oon s eee 41,305 7,170 17.4 13, 300 32. 2 2, 580 
PORRESS8CO-< son veces b=tee see es 25, 468 10, 67 41.9 4, 000 15.7 840 
Alabama ts ac 2° Se ee See 25, 943 1,771 6.8 3, 700 14.3 750 
Mississippi 260 3025; eset 2s 34, 419 3, 256 9.5 12, 600 36. 6 540 

West South Central 

SA Oo OO ree Me nN cher Ae 21, 023 4,259 20.3 5, 700 27.1 1, 250 
Hanisianat 8 se ea eee 21, 141 1, 500 Z1 9, 000 42.6 2,610 
Okinhonia ten ss24- Sea Ak 73, 129 29, 065 39. 7 2,100 2.9 6, 550 
gens ate say 0d. | aie 184, 321 37, 861 20.5 11, 100 6.0 8, 340 

Mountain 
Montanastimnh o's 17,111 3, 518 20. 6 5, 200 30.4 7 
Tdahob= atest Fee fee Se 21, 566 2, 948 AS. id 2, 200 10.2 4, 980 
Wiyerninoss - 52. Sak Bees 7,148 487 6.8 1, 200 16.8 830 
Caleridost. ee 36, 767 3, 135 8.5 2, 100 5.7 1,740 
New: Mexico. 28 (94 pets ToS Ss 4,585 1,191 26.0 400 8.7 390 
Dstt V71)1v; er ae a eee Sec 4,161 37 9.0 1, 600 38.5 1,070 
Gan ee ees ec ee ee Be 6, 818 862 12.6 6, 000 88.0 340 

a Novadai Se 2 Teese ee de 3, 129 15 =o 1,100 35. 2 100 

acifie: : 
Wiashinsten. oo seen pee - Ses 43,470 3, 087 do 5, 000 11.5 11,110 
@rezons.35 6 1 mete! BR 35, 535 1, 091 Jor | 4,100 11.5 2,910 
Galtfornmian: <2 --- fc ee 2 ae 124, 752 10, 047 EY | 56, 100 45.0 3,7 
! 
t See footnote 1 on page 9. + See footnote 4 on page 9. 
2 See footnote 2 on page 9. 5 Less than one-tenth of 1 per cent. 


3 See footnote 3 on page 9. 


The relative importance of farm-mortgage loans from different 
classes of banks may also be noted. In Iowa, where 56 per cent of 
the total number of stock savings banks of the United States are 
located, banks of this class supply more than two-thirds of the 
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total capital from all banks in the State. Likewise in California the 
savings banks furnish even a larger proportion of the total capital in- 
vested in farm mortgages by all banks. On the other hand, in Minne- 
sota, where there are few savings banks, the farm-mortegage loans held 
by State and private banks and trust companies constitute about 95 
per cent of the total amount of such loans held by all banks in that 
State. 
LIFE INSURANCE COMPANIES. 

The importance of life insurance companies as sources of capital 
for farm-mortgage loans in the various States is also shown in Table 
5 and in Diagram D. It is seen that these insurance companies 
supply approximately $700,000,000 for farm-mortgage loans, or 
about one-fifth of the total farm-mortgage capital of the United 
States. Practically one-half of the insurance money is invested in 
the four States of Iowa, Missouri, Kansas, and Nebraska. Iowa 
alone holds nearly 22 per cent of the total amount of insurance money 
invested in farm mortgages. In few of the Southern or Rocky 
Mountain States do the insurance funds invested in farm mortgages 
represent more than one-half of 1 per cent of the total farm-mortgage 
capital obtained from this source. 

The life insurance companies either have their own farm-mortgage 
departments, through which they receive and pass on applications 
for loans, or they purchase farm mortgages outright in the commer- 
cial market. The latter practice generally is limited to the smaller 
insurance companies, the volume of whose business in this field is 
not sufficient to warrant their establishing separate machinery for 
the selection of farm-mortgage securities. 

On the other hand, the larger insurance companies, which invest 
considerable amounts in farm mortgages, have very well-organized 
departments, through which they carry on a regular farm-mortgage 
loan business. They usually limit their loans to territory such as 
they can approve for this purpose, and hire salaried appraisers, whose 
inspection of any given individual loan is required before the loan is 
finally accepted. Ordinarily these companies receive applications 
through local agencies or correspondents, usually local banks. The 
application blanks and legal papers used by these insurance compa- 
nies, including mortgages and notes, have been carefully standard-— 
ized and adapted to the conditions in the various States where loans’ 
are made. While some of the companies show a tendency to make 
loans at relatively high rates, insurance companies more often repre- 
sent a highly conservative class of investors in the farm-mortgage 
business. Their advent into any given State for investment pur- 
poses usually leads to a lowering of charges on farm mortgages. 
Local investors often are governed in thei charges by the practices 
of competing insurance companies. 
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Figures are not at hand to show the amount of capital invested in 
farm-mortgage loans by mortgage companies. These companies 
figure prominently in the farm-mortgage business im all parts of the 
country, however, and include a number of foreign companies which 
have invested heavily in farm mortgages in the West South Central, 
Rocky Mountain, and Pacific States. 

There are a number of domestic mortgage companies which have 
confined their attention to a conservative loan business and have ~ 
established a reputation for a relatively safe class of investment 
loans. This has enabled them to build up a clientele of investors, 
with connections of long standmg. Other mortgage companies pre- 
fer to handle mortgage loans commanding relatively high rates and 
commissions. Among the latter are those mortgage companies which 
limit their business to second mortgages, and receive the extreme 
figures for both commission and interest. 

Mortgage companies may be classified also with reference to the 
extent of the territory in which they do business. Thus there are 
those that cover a relatively large territory, including many States, 
while other companies limit their business to a more restricted area, 
often a single State or a part of a State. Most of the loans made 
by either class are placed through local agents or correspondents, 
although many of the smaller companies also make loans direct to 
farmers. A mortgage company may buy the mortgage and reassign 
it to another purchaser, or it may have the paper made out to 
itseli in the first instance, to be resold later. In either case, the 
mortgage company collects a commission in addition to that received 

by the local agent or correspondent. 


SCHOOL OR LAND-GRANT FUNDS. 


In addition to the funds supphed for farm-mortgage loans by 
insurance companies, banks, and mortgage companies, approximately 
$25,000,000 is bemg loaned from school or land-grant funds directly 
to farmers in certain States, such as Indiana, Lowa, North Dakota, 
South Dakota, Oklahoma, Idaho, Utah, and Oregon. The interest 
charge on these loans is usually 5 or 6 per cent, though in Idaho the 
rate is 7 per cent. These loans are handled directly from the State — 
departments in North and South Dakota, Oklahoma, Idaho, Utah, 
and Oregon; in Indiana and Iowa, however, the loans are handled 
through the counties, which are held responsible for all losses on 
account of insufficient security or through defalcations by county 
officers. ) 
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No figures are available to show the amount of farm-mortgage 
capital supplied by private investors. It is clear, however, that in 
certain States, such as New York, Pennsylvania, Michigan, and 
Wisconsin, the amount of capital supplied by private investors is 
relatively large. 

LOANS HANDLED BY BANKS. 
Besides furnishing capital for farm-mortgage loans from their own 

funds, banks and mortgage companies act as intermediaries or mid- 
dlemen, purchasing or negotiating large amounts of farm mortgages 
for insurance companies and other outside investors. The estimated 
amount of such business handled by banks is shown in the last column 
of Table 5. In North Dakota the banks negotiate about $40,000,000 
a year in loans for other investors, whereas the amount invested in 
farm mortgages from their own funds is only one-eighth of this sum. 
Similarly, in Nebraska the amount handled by banks is more than 
three times the amount of bank capital invested in farm mortgages. 
In most of the States west of the Mississippi River, the banks engage 
rather extensively in the business of handling farm mortgages for 
other investors. 


_ FACTORS WHICH INFLUENCE THE TERMS ON FARM-MORTGAGE LOANS. 


No factor is given greater consideration by farm-mortgage in- 
vestors, in determining their attitude toward loans in a given area, 
than the prevailing method of farming. The careful investor in — 
farm mortgages considers all the known factors affecting the income of 
the farm offered as a security. He studies the relation of the farm 
income to the price of the land to determine whether the farm value is 
on aspeculative or an investment basis. Heis mterested in the degree 
of regularity in income from year to year, and therefore tries to ascer- 
tain what crops or products are raised and how far these are adapted 
to the given conditions. He knows the extra hazards involved in 
one-crop farming, and therefore inquires about tendencies in the di- 
rection of diversified agriculture. He even inquires into the business 
habits of the farm owners and the kind of care given to the farm 
products. It is necessary, in general, to understand the importance | 
of differences along all these lines in order to explain the variation in | 
the costs of farm-mortgage loans to borrowers. 

Climatic conditions are important because of their effect on the 
value of the farm security. The semiarid regions of the Western 
States do not attract capital as freely as the farming sections farther 
east, where rain is relatively abundant. Important sources of capital, 
including insurance companies and savings banks, often refuse to loan 
money on farm-mortgage security where the average rainfall is below 
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acertain figure. It is still uncertain how far the results of dry-farming 
methods will be able to overcome the diffidence of conservative 
investors with reference to loans in semiarid territory. 

The character of the soil and the general contour of the country are 
also important. Capital does not flow as freely to southern Illinois 
as to other parts of that State, partly because of differences in soil 
conditions. Similarly, the Red River Valley, in the northern part 
of Minnesota and North Dakota, attracts capital relatively more 
freely than north-central Minnesota, largely because of differences in 
natural conditions. Illustrations of the effect of soil, contour, and 
chmate on the flow of farm-mortgage capital could also be given 
from other parts of the country. 

The distance from financial centers is an important Paclor In 
studying the average interest rates for the different States, a gradual 
rise in costs is noted as one moves outward from the leading financial 
centers. 

The character of the financial agencies through which farm-mort- 
gage capital reaches the farmer is also of great importance. One 
needs to consider the part played by agencies that render local 
savings available for this purpose as well as the kind of facilities 
through which outside capital reaches the farmers of any given 
locality. Where local savings institutions have been well developed, 
as in Iowa or California, the effect on available local capital for farm- 
loan purposes is readily discerned. On the other hand, the result of a 
general lack of suitable local savings institutions, as shown especially in 
many regions of the South and West, is likewise apparent. 


THE NEED FOR IMPROVED FACILITIES. 


The practice of drawing on outside capital for farm-mortgage loans 
is found, as has been stated, both in the most highly developed 
agricultural sections of the corn belt and in the relatively less 
developed agricultural regions of the South and West. The general 
need for suitable facilities through which outside capital may reach 
the farmers in different parts of the country is therefore clear. In 
the United States it is a fairly well established practice for country 
banks or real estate firms to act as local agents or correspondents for 
outside or distant investors, either direct or through other middle- 
men. It is also the usual practice to market the farmer’s mortgage 
note in its originalform. This makes it necessary to find a purchaser 
who wants a mortgage of a given amount, running for a given time, 
and with given terms. Obviously, paper of this character will not 
sell as readily in the open market as standardized securities. Dis- 
tant investors are not generally in a position to have first-hand 
knowledge of the farm security underlying a given mortgage note. 
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Moreover, they often prefer securities running in even amounts for 
uniform periods of time and with a convenient means of collecting 
the interest. Many investors prefer to be relieved of all concern as 
to the keeping up of the underlying security. 

All these advantages are secured where the mortgage notes, in- 
stead of being marketed direct, are held as a collateral trust fund, 
and bond issues based thereon are placed on the market. To meet 
these requirements, institutions are needed, both to fix reliable and 
suitable standards for farm-mortgage loans, and to market them in 
the form of bonds. Such institutions can not be properly established 
without suitable safeguards. It is necessary to profit by the lessons 
of past American experience, and avoid the mistakes made by the 
debenture institutions in this country in the eighties and early nine- 
ties. The almost complete failure of the farm-mortgage debenture 
business in 1893 affords ample warning. There is need to take stock 
of all the factors that contributed to that failure. The granting of 
loans out of proportion to protection funds, the failure to build up 
adequate reserves, the basing of loans on boom estimates of land 
values, the extension of loans on lands of uncertain returns, the sub- 
stitution of inferior for standard collateral securities, the utter lack 
of inspection and supervision under State or Federal law—these 
practices quite naturally led to disaster. As a result there was an 
almost complete collapse of these early debenture companies. 


DESIRABILITY OF STATE AND FEDERAL LEGISLATION. 


In order to establish institutions through which farm mortgages 
may be properly selected, according to reliable and suitable standards, 
and through which such mortgage loans may be converted into accept- 
able securities for the open market, it is clearly necessary to have 
legislation, both by the individual States and by the Federal Congress. 
The mortgage paper of any State can not be properly standardized 
without suitable State legislation governing the validity of land 
titles and the method of foreclosure. Farm-mortgage capital will 
not flow into a State whose taxation laws render the investment of 
farm-mortgage capital in other regions more profitable. Every State 
needs to husband carefully its resources of investment capital by pro- 
viding suitable legislation for the creation of local savings institutions, 
as well as associations among borrowers for credit improvement. 

At the same time it seems clear that, if the farmers are to obtain 
adequate connections with the outside capital of the open investment 
market—connections often involving wide areas, reaching across 
many States—the problem involved is one too large to be solved 
entirely by legislation on the part of any individual State. More- 
over, a degree of uniformity in supervision and control is needed 
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which it is doubtful whether State legislation would supply. So 
far, therefore, as the problem is one of legislation to;provide suit- 
able institutions to connect the farmer with the open investment 
market, Federal legislation seems clearly necessary. 


CONCLUSION. 


Being given a properly organized credit system, it is believed that 
the farmer who adopts business methods in his farming and thus 
shows himself worthy of credit will have adequate opportunity to 
secure it on reasonable terms. The farmers’ need in connection with 
mortgage credit is to obtain investment capital for relatively long 
periods of time, on suitable terms of repayment, and at the lowest 
cost consistent with business policy. A properly organized system 
should supply this need, and, under suitable Federal regulation and 
control, should protect the farmer against the unreasonable charges 
now prevailing in many localities. 


1 This bulletin was written before the Federal farm-loan act of July 17, 1916, was passed 
by Congress, : 
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